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By 1975, 79 percent of the 11 million college students in the
United States were enrolled in publicly controlled colleges, many/
attended rew or expanded two- year and four- -year colleges established
in large prulation centers. 1’2 In view of the financial problems
currently facedvby many private colleges, it 1s important to extend
our knowledge» about tne effect of the existing higher education
system on enrollment.3 State or municipally run.colleges subsidize
higher education indirectly by providing instructional'services that
cost more to produce than the tuition students pay. éne current
system of educational finance results in allocation of resou;%es that
is neither socially efficient or equitable.h !

This paper examines the effect of local public colleges on total
enrollment in higher education. While it is ‘apparent that these colleges
have attracted many studenta to their classrooms, it is important to
find out both how many of them would have attended.other colleges and

&
how many would not have atitended at all had the logalwcollege not been
available.5 To answeri.this question we develop and estimate a demand
for education model using a humen capital framework;

From an economic.perspective an individual will invest in a college
education if the anticipated rate of return is higher than the cost of
funds used in the investment, Since for any given level of earnings the
rate of return is inversely related to the direct cost of college
attendance,4and since tutuition subsidiea_and the savings in- the cost

of room and board enable students enrolled at a local public college to

reduce the direct cost of their education, the existence of a college in
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a community is expected to have a positive effect on enrollment. In
' . { )

¢

addition, ‘becuase the interest rate individuals pay to finance their

higher education is inversely related to their families "™ financial

resources, the lower funding associated with attending a local public
N\

college compared with other institutions of higher education. implies -

greater enrollment incentive for persons from poor compared to rich

families.

The National Longitudinal Surveys provide the ogportunity to
.investigate several important isauES related to the attendancerdecision 6
The determinants of desired, eﬁpected and actual college attendance for
young ‘men and young women are examined aeparately for blacks' and whites
Based on the parameter estimates of our model we find that the vast -
majority of stndents at locgl public colleges would have attended other
,colleges had the local'ones not‘exiated. |

- This paper is organized in the following menner: Section II presents
an economic model of the demand for education.‘ Section IIT estimates
the model using the National Longitudinal aurveys of Young Men (1966-
1969) and Youné)WQmen (1968-1971). Some conclusions are preaented in

Section IV; ‘@

II. A Model of the Demand for Higher BEducation
u / . .
The price an individual is willing to pay for funds to be used in

an investment in a college education 18 equal to the internal rate of’

7,8

return on that investment. This rflationship; a demand aurve ‘for -

funds tos finance investment in human capital, is shown as curve D.on

..":. ‘
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The Demand and Supply of Funds for an Individual's

Private price per
dollar invested
(internal rate of
return)

Iy

Investment in Higher Education

!

— —_——

Funds for investﬁent in higher education
(in unsubsidized dollars)

Diagram I




g
.on Diagram I. 2 An individual financing his college education mlght choose
to first reduce consumption expenditures or use savings before borrowing

~ money at»higher interest rates from a bank. Hence, he faces an upward

- sloping supply cui;e for funds_that'coulu be used for investment in

i - ,

1higher education (S on Diagram I). 1In this framework, we can examine the

teffect-bf'&bility, tuition subsidies,\reduced living costs, and differences
in famiiy financial circumstances on the demand for places in college.
| ~If people with higher ability are better able to convert a unit of

g

ﬂhe rate of return to an incremental unit of education is higher the
! ’ /
greater the person's native intelligence; Also, if scholarships are

education into higher labor market productivity (hence, 3higher earnings),

awarded on the basis of ability, persons with higher ability are able to

, . ~ .
reap a higher rate of return by obtaining the same education at a lower

(private) direct cost. Hence, the height of the demand curve for
nvestment funds is positively correlated with individual aﬁilityr

The stream of net‘benefits and the private rate'of:return increase
ith the reduction of tuition or room and board costs. Therefore,hthe
rice that an individual wouldlbe willing to pay to borrow funds per

f(unsubsidized dollar) unit of education is inereased. The demand curve

e

fshifts up from D to D',

Imperfections in .the capital market exist'partly becuase human .

- ]
capital cannot be used as collateral and because there is considerable

!

uncertainty about the future earnings of a single person. If a person
is able to finance his education from his own or his family's savings,

the interest foregone for an incremental unit of funds is lower than the

.
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Price he would have to pay for funds from commercial sources. Hence,
the height of thé supply curve of investment funds is negatively

-

correlated with permanent family income.lO
Ipvestment_in a colléée education is rational if the cost of funds

i
used for the investment is less than the internal rate of return.

‘ Attendance at a local public college is assoéiaﬁééﬁ;ith a higher priéate'
rate of>returg per'(unsubsidized) dollar of educatio;ai'expenditure, an
upward shift of th; demaﬁd curve. Since the cost of finanééng*the
subsidized (free) part of the’education is zero yith the marginal (finance)
cost of the remaindgr of the 1nvestmegt corresponding to the marginal
cést of the least expensive financing as before, local public college-"
attendance also implies a shift in the suﬁply curve of investment funds .
dé;n and to the right (S to S'). Hence, by increasing fhe private
rate of return and lowering the private cost of financing a college
education, the investment becames ﬁbxe attractive;Asomexindividual will
invest who woul? have'éhosen not to obtain higher education if the only
colleggs oﬁ%n to them were expensive and out of town. The availability
of low tuitidn local colleges enables these persons to attend college._'
Parental subsidies must be Eonsidered in analyzing tﬁe'eff;ct of
local public colleges on attendance. Direct parental contributioné ‘

increase the children’'s private rate of return to college the same way
any outside reduction of the cost of college does. S8econdly, parental
loans below market interest also serve as an additional inducement for

college attendance. \
While it is clear that the availability of local puSiic institutions

could induce greater attendance by making college more profitable for

7




persons who otherwise would not have attended, the existence of local
public colleges probably induces other behavioral changes. . In the first
plaée, some persons who, in the absence of alterﬁgtives, Qéuld attendv ~
private, high-tuitiog? out—of¥£own colleges would choose a local.public

college if the latter were available.’t

Invéstment in local public
college education is often more profitable than investment in a private,
residential college eduqation. Attendance at loc#l colleges would be
more likely if parental subsidies were contingent upon obteining
the lemst expéqpive college education: That is, to induée thei{
children to attend the local collegé, parenta\might refuse fgﬂéubsidize

l'attendance at a more expeﬂsive alternative. Th relatd@e price effect
stemming from the removal of the parental suﬁsidy for residential
college atteddancejcombined with the implicit (perental) room and board
subsidy and the (government) tuition subsidy usually avellable at

local public colleges induces substitution in favor of attendance at

these schools.-

ITI. Empiricel Analysis.

The empiricaizanalysis involves estimating a demand function
for college attendance. Using the National Longitudinal Surveys of
Young Men (1966-1969) and Young Women (1968-71) we can determine the

effect of the existence of local colleges (the cost of college) on

degsired, expected, and actual college attendance.

The basic regression model is:

(1) pCy = A+ DIQ + Y, + dsi + 1N, f u




where:

Pé is a dummy variable witg the value of one if éhe respondent
-~ dctually attends (or desires or expects to attend) college, and zero
otherwise

A 1s a constant

IQ 1is a measure of the respondent's mental ability during high 'school

Y 1is the income of the respondent's (parental) family ' .{,
s 1is the number of years of education of the respondent's father
- or head of household ~ *

N is tﬂe number of siblings of the respondent
= u represents the unexpiained residual in' the regression equation

b, ¢, d,'and f represent the least'squares regressors asqoéiated

w}th“IQ, Y, and S and ﬁ respectively : ~

Table I presents three related a;pects of the demand r college
educatfon. First the determinants of desired and expected college
a#tendance ‘are examined for high school students usigﬁgdata from the (”

initiel year of-ﬁ?e National Longitudinal Surveys. Then‘the factor; .
inflﬁénciqg the fulfillment of these desirés and expectations are
exgmfﬁéd using data on actual college attendance from the later surveys.
lTo obtain an eséimate of the effect of var?ous typés of local
colleges on the demand for higher educatioﬁ, a series of dichétomous
variables 1s used to represent type; of‘institutions. Each of these
receives the value of one if the particulai type of college was located

(1n 1965) in the respoqﬁent's local area of residence, and zero otherwise,

The regression coefficients of these variables measure the net effects

.~
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b § - . .
of the existence of colleges in the local area on the probability of

6;sired, expected, or actual college attendance. The regression results
for samples stratified by race and sex are presented'§n T‘zable 1. Table

2 presents separate analyses of é&e effect of local two-year and four-

year public colleges on_actual attendance.

The results from estimating the regreésion model in each of the
four samples are consistegt with human capital theory. Youth from
~families with greater financiél resources are likely to receive larger
parental subsidies toward their college education, and.face a lower
effective rate of interest on their investment. Hence, we expect (and’
usually observel_gupegative coefficient on number of siblings and a

3 As_expected, for all

positive coefficlent on average femily incomeel
groups we observe & significant pbsitive coéfficient on our ?easure

‘of the respondent's mental afility. We interprét the positive coefficient
for father{s scholastic attainment as rep;esenting the transmittal of

a pohitive taste for education from parentgfto children.. In our sample

of high school students, thg regressian coefficients usually have the

same sign for all three dépendent vériables (desired, expected and actual

college attendance) ey,

The magnitudes of the coefficients for white males are systemmatically

lower for the regression model that explains desired college attendance

than for expested and actual attendance. It is interesting to note that’
the impact of measured ability 1s stronger (the regression coefficient 1s
larger) in predicting actual as compared with expected or desired college

attendance. The existencquf q‘college in the community does not

10 -
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Table 1A Regression Results: Determinants of Desired Expected and Actual College )
Attendance for White Mena b

(t - statistics in parentheses) «

il
v

Dependent Variable *

independent Variable - - 2 )
o 7 DESANY ’ : EXPANY . ACTCOL J‘

-

, , - — :
+ Constant 2,261 -.245 - .688 - -.676 - ‘1'.05 --1,03
(-2.50)%+ [(-2.33) | (- 6.27)++| (-6.10)w (- Hl0k)we| (- B79)e+ |y

|- Father's education ' ' ' - B
x10-1 , ©.225 .223 .318 316 ° .229 . .225
‘ (b.88)*x |( L.BLY*H|( 6.52)%x]( B.72)%* (7 L.U3)xx|( b.36)%x

Family incaome X107 .6L45 .598 .§85 ’ «936 1.053': .967 4
: ((2.26)% |( 2.07)% |( 3.27)%*|( 3.07)*( 3.30)** (,, 3.00)%*
Respondent's IQ i eﬁ o
X10-2 . T2 .T04 905 899 | 1. 167 }~1.158
: C(07.30)%* [( 7.19)%*|( B.80)**|( 8.72)#**|( 0. 72)%¢| { 10.60)#*
" STblings X10-1 -.209 | -.208 - .188 186 [ - .258 | - .256
» | (-3.23)%x{(-3.20 )% (- 2.76)%%| (-2, TH)** (- 3.58)%%| (= 3.54 )%+
Any college 012 - br7xao”3 N .o
~ ( 0.39) (- 0.01) ( 0.05):
Public' colleges only | -.017 . - '018 . - .030
© 1(-0.37) ot (- 0.38)- (- 0.61)
Private colleges only| .0007 -.024 . -.037
( 0.02) (- 0.56) (- 0.8k4)
. : ->-
Both public and - ‘ . - . y
. "private college;, 027 , ~ .016 ) . .031
( 0.80) . ( 0.45) - ( 0.85)
- 27 - K [3 -
R%(adgusted) |« 26 | .16 23, | 237 23 | .23
S.E.E. 39 [N\ 4 ! My A
F-Ratdo (36‘5 -26.3 56.6 0.6 |- 57.8 | b1.9
n Universe: NLS of white men age 14-24, in grades 10-12 in 1966 and no record o‘
marriage during the first year of cbllege attendance
(Table ‘continued on next page.) /.




Table 1A --- Conltinued

-

Sample size = 947 =
. \ * Significant at .05.
*%*  Significant at .0Ol.

o . .
- IERJ!: - i . . .
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‘Table 1B - Regfession Results: Determinants of Des1red Expected and Actual
: " College Attendance for Black Mena,b .

»

(t - statist1cs in parentheses)

. I _ Dependent Variable
Independent Variable : — : —_—

. EXPANY N | acmoon

- &

Constant : . -. -.320 | -.309 " | -.168 | -.185

- L -0.5 -0. 1 (-1.30) |(-1.26) [(20.69) ((-0.76)

Father'a educat1on " ~ ;
N x1o-1 , 249 - .26 .198 JA51 0 14y

. ' 1 (2.06)* [( 1.81)% |( 1.39)- ('l.32)‘

Family income X10- [ 1. ) C.ls6 Al ] 915 | 1:ouY
) ; | ' ( 0.49) "{(.0.15) [(100) |( 1.10)

RespOndent's IQ X1072 | - . 1. %931 .94l 479 | Lho8
' (3.86)%* ( 3.92)**[( 2.00)* i ( 2.08)*

’ .Slblings XlO‘l SR _ -. -.215 ’.-.185 - -.206 ‘_.21_& :
. | (re2)y 1(-1768)% | (-1.43)  [(-1.62) |(-1.66)%

‘| Any college | _ . ( o T -0kl . -.032 .
IR - . - (- 0. h2) . - 1(-0.32),

Pﬁtlic-cqlleges~only . .13 'f;g

) P;iyate'colleges’only :;'_

[ Doth public and” — ;
e private colleges | -~ o R ”Oll .

pe

2 .. N ' ' BN ~ '
| B~ (adjusted) - .18 .20 | A7 18 .08 |* .08
S.E.E. - ke Fhl R RRUSTEEN N R Bt
F-Ratio { 8.9 | 75 | 85 | 6.8 | b2 | 3.3
) I ,A h “'/ l ’ / ’ . .. ) \ )

" a Univedse: NLS of ite men age 14-24, in grades 10-12 in. l966 and no, record of

o marriagewﬂuring the first year ‘of college attendance o
Sample size = 183 - . B .-

* 'Significant ‘4t .05 a - S

_** . Significent. at 01 el :

R




Regfessiqn Results:.-Detefminants of Desired, Expected

12

Table 1C anq,Actﬁal College-
- g . Attendance for White Women® b
- - (t - statistics in parentﬁeses) L;' '
Independent _ | -Dependgnthariable " N
Verieble DESANY EXPANY ACTCOL ‘
Constant ~.333 |- .351 | - .sk2 - .553 1.¥) -1.13 .
' (2.4l Jxxy(-2.58 )0 (=3.79 )*x|(-3.87 )e*((-7.25 )x|(-7.47 )**
Father's education] .| _ T R -
~ x10-1 97 w199 |- .26k . .265 ©.393 [T .398.
- (13.48 x| (8,50 )*xf ((L.LL )x|( L.bL )wxi(6.20 Jax|( 6.32 )xx
Family income . - S R : .
X10-2 - .90 | - .939 [ 1.e2 1.25° 665 |l 574
( (2.64 )| (2.67 )*d (13.39 )%*|( 3.40 )| ( 1.7k )¥ |( 1.47)
Respondent's IQ . 1 o \ .
X10-2 =.756 .769 .T94 .801 .989 1.02
- ((6.21 )**f( 6.31 )*¥ ( 6.23 )**|( 6.27 )**( T.31 )**[( 7.55 )**
- Siblings ¥10-1 - 127 | ~-.13 | - 152 - .155 | - 067 - .067
' (-1.59 ) |(-1.64 ) | (-1.81 )* [(-1.85 )* [(- .692) (- .68k)
- Any college -.0199 : 1o~ .07 -.0038
(5 .553) (-o.uua)\ (-0.094)
- Public colleges o N oW S T
1 only o | 0885 ©.okk .08Y4
| 0 1.337) |, ( .820) (1.48)
Private colleges ' S _ h A
only ' L0646 -.0437 - .097
‘ - (-1.39 ) (- .894) - (-1.89 )*
Both public end . ‘ . ~
private colleges - .030 - .026 .013
~ (--.753) . (- .623) ( .295)
R'? (adjusted) -1k .14 .18 .18 .20 .21
. S\E.E. 4o b0 L2 43 L6 LUl
F-Ratio - ) 22.7 17.2 29.7 21.6 "35.1 26.8
o 5o
(Table contiihed on next page.) \
14 « °




Table 1C .-- Cbntinued ' ' ~

" a Universe: - NLS of white women age 1L-24, in grades 10-12 in 1968 and
. ' no record of marriage during the first year of college
- : attendance. ‘ '
Sample size = 673 . B : _ .
* v Significant at .05. - : ' ‘ : :
*%* Significant at .Ol.
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Table 1D Regression Results:/ Determinants of Desired, Expected»and Actual
- College Attendance for Black Women®,b

- statistics in parentheses)

. ' ‘/l i Dépeﬁdent Variable
Independent Variable ' -
,‘/ DESANY EXPANY ACTCOL
. Constant ' ~.299 -.369 -.523 | -.59 -.816 | -.928
(-1.29) |(-1.5k) | (-2.1k)* 1 (-2.38)%*| (-3.80)**| (-L,26)**
Father's education
©oxott | .eou 225 .348. 372 189 | :.e222
L ((1.93)*-1( 2.11) | ( 3.15)%*[( 3.32)%* ( 1.95)* | (- 2.28)*
- family income x1o-3l, ’ ,Hal 1.06 - b2 1.09 ' 1.40 2.26
~ . [ C.a8) [ .85) f( .34) |( .BW) [(1.32) [( 1.99)%
Respondent.'s IQ .
X10-2 ~ 677 .79 814 .857 .696 LT6L
o ;gﬁﬁ . (12.87)%%[ ( 3.02)% | ( 3.30)%* ("3.48)%H ( 3.22)%*| ( 3,54)%*
Siblings X10-1 211 210 |' .148 142 145 | .48
- ( 1.85) (11.83) |(1.25) [(1.19) |(1.39) |(1.k2)
Any college .1h4s , 071 B 156
(1.54) ( .73 . ((1.81)*
Public colleges only ©.127 | .078 104
- ( 1.05) | - ( .61) ’ ( .94)
| ,Private‘colleges only .204 ..125 - ,256
o ((1.92)* ! ( 1.13) ( 2.66)%*
Both public and | _ \ 4
private colleges ' .073 -.015 e 493
: . ( .65) |-« [(- .13) « |¢ -4
R 2. (adgusted)’ .10 10 | 1y Ak | s Q1 17
S.E.E.- ; 43 3 L5 M5 |- 0393 | .39
F-Retlo  , k.5 35 | 6.b 4.8 6.7 5.7 -

a' Universe: NLS of black “Women age 14-24, in grades lO 12 in 1968 and no record of
. marriage during the 'ﬁst year of college attendance,
Sample size = 160
* Significapt at ,05.
¥* Significant at .Ol.
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. Tabie 1 -. "Continued

b Means (standard deviation) for Determinants of Desired, Expected and Actusl
College Attendance. ’ ‘

)

‘ ' Young Men . |- Young Women
' Variable Definitions —
‘ WHITES BLACKS | WHITES BLACKS

Respondent 8 father 8 education 10.95 20 ll.ﬁ6‘ 7.92
(329|366 ) |32y J( 370 )

Respondent 8 family 8 average income

1965- 69 (in 1967 dollars) .| 11,337 ,156 11,703 '6,163
. ,093) | ( 5,388) [ ( 3,489)
- Respondent-s I1Q (from high school _ '
record) _ .} 105.36 87.96- 106.49 87.96
' (1k.00 ) [f(15.0 ) J(13.31 ) j(15.11 )
Respondent's total numbérjgg/giblings :
1966 (men), 1968 (women 2.85 2.96 .20 5.34

4 T2

(2.00)[(2.83) J(1.96)]( 3.20)
! Any college in locality (Dummw variable -
" coded 'l' if there is any college

. present in area of residence), 1966 . ' ./
! (men),,1968 (women) : .78 .85 .7k .82
. ’ ( )¢ .36 )¢ )¢ .39)
Public college(s) only (Dummy coded 'l° : '

| S

if present) : . .13 .13 U
- . ( 34 )hC .33)¢4C .35)|(C .35)
_Private college(s) only (Dummy coded IR o
~ '1' is present) ‘ .19 .23 .19 .25
‘ - SO 39 C W3 ) 0 w39) JC L3
Both public and private college(s) i v
(Dummy coded '1' if both are present) 146 .49 Al 43

( .50 )ffC .50 ) L9 )f( .49)
DESANY (Dummy coded 'l' if respondent o
desires education beyond high school)

1966 (men), 1968 (women) ' .76 .70 75 T2

( W3 C .46 )1( 43 ))( .u5)
EXPANY (Dummy coded 'l' if respondent ‘ g .
expects education beyohd high school) .67 .58 .69 .63
‘ (7)) C B9 )¢ u2)fi( .u8)
' { ACTCOL (Dummy coded 'l' if respondent ' : '
! . attends college the year following ,
‘ grade 12) , .48 .32 L6 2L
: : 1 50 )J C 47 ) C .50 )p( .43)




Table 2A

" Regression Results:

16

The Effect of Two-Year and Four- Year lLocal
. . Public Colleges on Actual College Attendance of Young ‘Men
(t - statistics in parentheses)
/ i
. WHITE WHITE BLACK - BLACK:
Indepenéent Variqble‘ mend,b | - men®sP menP> ¢ men®» ¢
Constant . 1.05 - 1.0k | - .22, - 197
, v [(-19.00)%* | (- 8.85)% (- 1.05) |(- 0.80) ;
Father's education X101 1228 .227 136 | 160
R (LML) | (0 4,38)% [I( 1,25) (. 1.47)
*| Family income X10-2 1.045 1.015 1.191 1.093
(.3.25)%% | (1 3.15)% |i( 1.30) (" 1.15)
Respondent's Tq X10-2 1.168 1.159 | 568 498
‘ ( 10.70)** | ( 10.60)** !l ( 2,39)** |[( 2.07)*
Respondent's total number of
siblings X10-1 . - .258 - .255 - .207 - .215
' (- 3.57)%% | (- 3.52)%% I (- 1.65)* |(- 1.67)*
Public 2 year college only ~ .005 .315
.3 ( 0.06) ( - 2.00)*
Public 2ﬁyear and others 012 - - .071
)__-' ( 0.28) (- 0.61)
No public~2 year college - 003 - .057 .
. : (- 0.07) (- 0.58)
Public 4 year college only . .021 - 116
(- 0.36) (- 0.68)
Public 4 year and others .016 064
(0 0.u4k) ( 0.60)
No public U4 year college - .013 .009
o, ‘ (- 0.32) (- 0.09)
R® (adjusted) .23 .23 11 .08
S.E.E. b R R 45
F-Ratio 1.2 1.4 . 4.2 3.2
T - .1, K
(Table continued on next fidge.)
N : "
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Table 2A° --" Continued

Jo

\
Universe: NLS of white men age 14- 24 in grades 10-12 in 1966 and no

record of marriage du}ing the first yEar of college
' attendance.

. See Table 1 for summary statistics . ,
Universe: NLS of black men age 14-24 in grades 10-12 in 1966 and no

regord of marriage during the first year of college
* attendance. - ) R

* Significant at o« = .05, ‘-

** Significant at « = .01

0o

)

g
= T
(‘J
1
\
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Table 2B Regression Results: The Effect of Two-Year and. Four-Year Local

Public Colleges on Actual College Attendance of Young Women

- § :
(t - statistics in parentheses)

Independerit Variable

WHITE
women8,b

WHITE
women8,P

Constant

- 1.12.
(- 7.47)%x

- 1.10
(- 7.24)%

" Father's education

.039 -
( -6.35)%

. .039
(. 6.20)%*

Family income

674

( 1.76)*

.602
{ 1.53)

Respondent's IQ

¢

1.000
( 7.51)%%

.99k
(. 7.3h4)*x

'Respondent's total number of
siblings x10-1 + = .-

-.075 .

(- .851) .

- .05k
(- .603) .

Public 2 year college only

.226
(7 2.46)%x

Public 2 year and others

%

".058

T( 1.12)

No public 2 year college
but others *

S

- <OlW7
(- 1.13)

T )
Public 4 year college only

e b year and others

No public théar college
but others

R (adjusted)
5.E.E.
F-Ratio

.22
/

Ly
27.4

‘ (Tablé continued on next page.)
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s . N
wt%Table 2B -- Continued
\ a “Universe: NLS of white women age.ll-24, in grades 10-12 in 1966 and’
‘/ no record of marriage during the first year of college
attendance.

b See Taeble 1 for aummary statistics
¢ Universe: NLS of black women age 1h-24 in grades 10-12 in 1966 and

no record of marriage during the first year of college - ,
attendance ‘ *

udl
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( - e ..
; : . .
significantly affect college aspirations, expectations or actual
attendance of white males.lu The presence of a two-year public college

1s associated with a significantly higher likelihood of college attendance

for black men. ' .

’ b}

: RO ' - . ' } . “
The parameter estimates of the model, however, are‘dif%erent for

~
) S e

~ each race/sex g}oup.: In the first place, for both men and women the
explanatory power of -the ;odel, a3 measured by'the adJusted R2 is
tisually higher .for: tht,eg than blacks. The human cepital model is
more successful in explaining co}lege‘éttendance of men fhan wamen
}or whites while the reverse is true for biacks.
For.wﬂite women, the coefficients of meAtal abllity and father's

—

education on the demand for college is higher when the dependent\

variable is based on actual compared go desired college attendance.
However,lfamily income is more important in explaining desired-college_
attendance than actual attendance. On the other hand, for blaék women
the pattern is reversed. The coefficient for the family 1ncohe variable
is_tQi;e as large in the actual attendance equations compared wit; those
explaining des;red attendance. The mental ability and father's education
coefficients are approximately the same, respectively, in the desired .°*
and actual attendance equations. Ability seems to be less important and

family income more important in explaining the actual college attendance

‘of.black compared with white women. The existence of a two-year public ZE

college is assoéiated with a significantly higher likelihood that a white
woman will enter college. Black women who _live in. communities that - .. ... ...
contain a private‘college are more likely than other black women to

.

continue théir education beyon? high school.




represent a substantial protion of the total cost of a college education.-

21

In a variant of model (l), not reported here a variable that

represents the amount of reading material in £he respondent's home at
age 14 and:a variabl® that indicates parents and teéchers encouraged
fhe respondeht to attend college had the expectgd positive effects on
desired;texpgcted aqd actual college attgndance. The encouragement
va}iables are significant and positive in equations that include ability,
family income and father's eduéatiog as independent variables. Since.
the'more intelligent children and those from the upper socioeconomic
groups are-most likely to be uréed fo attehd college, it is not sdrprising
that the coefficients.for‘IQ, family income end father's education afg
reduced when the encouragement variables afe included in tha model. . s é«

. The coefficients of the local college v;;iables show that proximity .

5

to a public college has only a minimal effect on enrollméht.l One

factor usegpl in explaining these results is that foregone earnings
! -
Since the $300 to $400 per year savings concomitant with attending
a local public college instead of & public residential college is small
relative to the total cost of college, it usually does not change the
. 7 k [

1
A i 1
decision to seek post-secondary éducation. 6 -

Since our finding of minimal impact of local pyblic colleges on

gnroliment 1s somewhat surprising and a key focus of this paper, additional

empirical procedures were utiiized in an attempt to identify enrollment

effects. First, using model (1), actual collegeAattendance regressions
were estimated separately for samples of persons who did not have public

colleges'in their (paren ) place of residence and also ¥ samples of

ts'
}‘S\
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persons living in areas where éublic.qolleges were loca,t'ed.17 Second, »
data were stratified ™hto low and high income groups (biasex and race)
and separate régression analyses conducted for each group. The results

. from usingﬂthese additional techniques are consistent with earlier

¢

findings. | o v
Another approach to the same question involves examining the - t
i personal characteristics of youth wh» were actually attending local b

pﬁbéic colleges, and estimating the prpbability that these students

-would have received highef education, had:the local
available. These predictions are based upogxthe coeffidy
s regreésion equatidh estimated for s sample of persons who

have & public college located in their area of residence.

college studeqts by the vector relatihé<th05e character%stiés to the o
.prbbability_of college'attendancé, the likelihood of attendance can be
N\ ' estimated. IWe ﬁse a 50 percent likelihood criteria.
- Tasle 3 shows that bas?dfon their ébility, parental income, number.
of siblfhgs and father's educgtion, more than 56 percent wf the white
men end 47 perceﬁt of the white women who attended a local public ‘
college during the survey.years would hAve obteined post-secondar&
.rkﬁ educafion even if they had not lived in an area that contained a

public college. An additional 34 percent of the men and LY percent

of the women had pn'estimated likelihood between 25 and S0 percent.
. -
J 4

and mean likelihoodas of 40 and 39 percent, respectively. Seventy-four

of the 99 male and 53 of the 79 female locel college students who -




" than completion of high school, the proximity of a public college could

- 4

would not have enrolled, hed measured ability below the mean for white
high sehool students.

The Timing of Enrollment Decisions
‘

We have thus far demonstrated that the enrollment inducement effect

— ‘
of ‘local public colleges. is minimal among recent high school students. 18

If.plans to attend college are made early in a person's liféf these findings

are reasonab11 If the decision to attend is reac‘ed upon entrance rather

]
be & determinant of where the student attends college rather‘than whether

he goes. Evidence supporting the view that the likelihood of cdllege
'-

attendance 1is substantially determined as early as the ninth grade is

-

obtained from reggression results for a sample  of white high school
students who followed the college preparatory curriculum. The, summary

statistics show tha‘ T3 percent of these young white men who sought,

’
¥

an academic d!ploma compared to less than SO percent of all high ‘
schggl men enrolled in en institution of higher education within one

year after graduation fram high school. The magnitude of the regression
"'«
coefficients and the explanatory power of the human capital variables
‘q.

are smaller within the academic curriculum group than in re&ressions /ﬂ:j/ﬂ

0

estimated using a sample of all high school students 19

N

Since the choice of high school curriculum, a key de%erminant of
college enrollment, is made at an early age and is heavily influenced by
parents, serious quegtions are raised concerning the human cepital

model that has been presented. In the model,-the college attendance _ .

'decision,~associated with wealth maximization, is assumed to be made |

J
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- ~Table 3 Distributinn o<f Sample Cases |by Likelihood of Residential . .
. >College Attendance® and Ability® among quuél Local Publicg -
-~ ‘ . L College Students o
. . > . P
¢ - WHITE MEN . .
" Probability of .| - | Less { 25 to 50 to |Greater
e - attendance | Total ° than - 25 | 49.9 |, 7T4.9 |[than 75°|
Ability. . i . percent perc‘ﬁtﬁ@xt pp;fg‘ r/—\%
Total ' o 236 20 79 v | 105 32 -
. Substentially below average 25 [ - 13 11 - 1 0
Slightly below average .| 80!T s5- 45 I 1 )
Sgightly above average - 91 2. 20 .55 1y -
N Substantially above average Lo ' OV. .3 y 20 17 -

.o wm'ﬁ'rvior'Az-:/N
Probability of | less- 2% 40 | 3D to |CGreater
_ i e attendance | Total |than 25 k9.9 T4:9 - |than 75 | . -
Abil{ty*. S L Percent | percent - percent Jpercent .. T -
; T — - < - — B ‘o
. Total , ' "150 | 13 .66 S U I A4 S A
Substantially below average 157k 9 6 -0 o, ~ |-V T
Slightly below average 51 | 4 34 12 1
‘Slightly above average. 62 0" | 24 SN I SN W
Substantial]y above average 22 0. ., 2 15 "S- T \\<

Source: Appehdix 'II‘e;ble l and Chara*cteristics of Individual Iocal Public .
) ) College Students 6
a b See Table 1, footnotes a and b for Variabie dea,criptione .
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{)y high school” seniors. At least two 1nterpretations of the results Y 4
_from the stratlfied sample are possible First parents make the , s
. college investment decisidls on behalf of their children based on the "

child's’ %blllty and on family f1nanc1al resources Second, college ) Py
enrollment is actually determined by'educational "¢hanneling" a process =
o s . [ . .

i ~with an outcome thats is, coincidentally, consistent with the predictions

“of thefconventional bumer capital model. Under either 1nterpretation,

, ) ‘
- . it is cIear that the decision to pursue education beyond high. school '.' %

\\is for the most_part~made before the student reaches grade twelve.' It{_

o " . . Ky

- is not surprising, then that the-proximity of a public dollege during

the respondent s high school years does not seem to be\a‘major 1nducement ,

‘-

for college enrollment

If local public colleges do not have as 1§5§e an attendande inducement.
o

T . effect .as their supporters ascribe t6 them, why have they been established?

| One possible explanation is that parents who expect their children to'
- . - 9 - )
. enroll in college often prefer them to attend locally That is, they

© are. likely to live in areas where local colleges exist or they will '

5, o provide political pressure for their establishment in the local area.
“ i” '

'@ . L IV.'_ Concly :Lons

: ' ’ ) \\314

We observe only limited additional college enrollment associated

» 1"’with_the existence of-local public colleges. Local tw?-year public

gcolleges increase the likelihood that-white women and black men will.

seek higher education While this result was unexpected it is ‘

v consistent with some previqus research (prkins) and probably due to

thp limited effect of attending a local'college'on the totalicost of

IS 4

o investment'in higherveducation when opportunity costs are included.-

o

“ . . . ) ]

e | , 2!7




7
r-- Fufthermore, while the'huﬁan Capitai model is consistent with data, we -

have uncovéred evidence that the college atteridance decision is often

\
@

"made" at the time the student enters high school. THat is,” high school

‘curriculum (i.e., acadeﬁic_campared to~other)

) B

."expiains" af)vrge portion
of the variance in college enrollment demand &mbng individuals. Hence,
the decision to go to college is made or at the very.leasgvheavily
influenced by parents. | | | |

L4
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FOOTNOTES

,

lNew York Times, February 15, l976, p. E 7

4

, Tuckman (l973, p. 266) reports that 60 perCent of the 400 colleges
built during the l960s were junior colleges

L]

N

) 3Dr. T. Edward Hollender, New York State's deputy commissioner for
higher education predicts that by 1990 one-third of New York's private
institutions "may find themselves with enrollment declines that might
cause them to reconsider whether they should continue. " New York Times, '
February 29’ 1976, P"- . ,:y . . '» s

‘ hShultz (1972), P. 2.
=~ _ S
_ SSome supporters«of local colleges pretend to know the answer to this
v o question .For exsmple, Albert Shanker, President of the-United Federation ‘
’ of Teachers arguing against budget cuts for the City University of New
~ ' - York stated, "The 1list of graduates who pight not otherwise have been able
" to go to college--but~who went to the city colleges and later made.
o outstanding, internationally recognized contributions to the arts and
e _ sciences--is staggering." (New York Times (advertisement) February 15,

1976), 2. E T z

,6A description of these data is contained in "The National Longitﬁdinal
Surveys Handbook", The Center for Human Resource Research, The Ohio State
University, October 1975.

/ 7Of course, college attendance may contain present or future

_consumption benefits. osit these benefits to be independent of the ’
investment aspects and ign re them ﬂor;ﬁhe remainder of the present )
analysis.

8The internal rate of return is the rate of interest that equates the

direct plus opportunity (foregone ‘earnings) costs associated with a
college ‘education with the increase in lifetime earnings stemming from
the investment.

gm0
LA

rhis diagram was first used by Bécker (l967).

<.

lOThis is offset somewhat since scholarships, and government guaranteed
¢ low interest loans are often awarded on the bvasis of need
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i 28

L . . . [
‘ _ S : 5%//”_ |
llIf private high-tuition colleges are superior to public local
colleges, some-persons might attend the former even if Places in the
latter were available., That is, to the extent that certain attrivute s
. of colleges imply higher lifetime earnings or larger ‘present or future
consumption benefits, attendance at expensive private colleges will
occur even if the direct cost of local public college attendance were
lower. This aspect of collegé choice is the subject of a future paper.

4
>

Other factors have been included in previous studies of educational
aspirations and attachment. These include: high school. ¢urriculum,
encouragement by parents and teachers, reading material in the home, high
school quality, etc. Since many of these variables introduce behavioral
.aspects- (i.e., studemts with greater ability receive more ‘encouragement ),
they have been excluded from the simple economic model presented initial;y.

. ) ) ! . r.
l3Sincerper'manent,income is a more appropriate measure of parental
financial capacity than current income, our measure ig’phe average reported
family income (in 1967 dollars) for the available survey years.
’ v

lhSince the estimdteg of the desired and expected equations have
provided little additionel insight into the college attendance decision,
the remainder of the empirical results in this paper will be concerned -
only with*dbtual college attgendance. . : " . }
Lotopkine (1974). A o
I _ / - R

r et.al. (l97h) p. V. - (. <

1

~These results are presented in the qﬁpendix.

13 ~ ) : . '
A <. li%t is possible that local public colleges augment attendeance
: pong older persons. In fact, a local college provides a commnity.with
: - cultural and educational activities that can Justify its establish¥ént
irrespective of enrollment effects. "
. ' l9The following regression equation was estimated using e sample of
. 418 white men who followed a college preparatory curriculum in high school:
B . ‘. . . . ’ .19,"'
~' : Probability of Actual Collegg Attendance = - (-.98)
;f + .0119 Fathed 4 ;00070 Q - - .0174 Sivlings
(1.52). , - ( 4.10) o (-1-h6> )
- .038h Anycol . .+ .608 x 10-5 Faminc . :
(- ..66) (1.38) . - :
R = .059, S.E.E, = .k29,  F-ratio = 6.2

e
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APPENDIX -

In order to examine:in mbre detail the impact'e} local public
coileges ;;*attendaﬁce, the fel;owingntechnique is used: first,
. ' v
| equafign (1)'is-eetimated~using a sample of persons who do not have
‘local public coileges in their (parents) ﬁlace of residence and for a
| sample of persons 1iving in areas- where local 1lic colleges exist.

Second, using the coefficients from the reg:ession equations from one
sample (e.g., where a ﬁublic college is present) and mean values for the
-independedt Veriebies from-the other sample (e;g;,*where no_lqcal college
1s'presenéj the likelihood of college atgendance }s estimated forApersqns
with these characferistics, By compering the resuits>for‘the two
sa@plee, a good measﬁre of the impact of 1ecal public eolleges on actual |
college atteﬁdance is obtaihed. nge-regression equatidns are estimated

separately by race and sex.

Using the mean values for white men who reside in areas without a

. g ] . . . ) L 0
{Ecal public ‘college, and the regressign coefficients from the'deperminants

)

of college attendance equation estiqgteé from'e’eemple of white men |
(biacks) who reside in an erea with a local pubiié college,:ﬁe obtain

a ﬁrobability‘of college attendance of‘.96h (.280). Since the’probabiiity A
 of7actual attendance for this grdup,was>\}29 (.243), if%éeems then the
existence of a local public collegeiimpro#es the probEbiliry of college
attendance by 035 (.Q37). sting the mean values frem ﬁﬁé.gﬁﬁgle of |
whites (blacks) who had a local public college in their local area and
regression coefficients 'from a sample without_a local.college, we




L

obtain a probability.of attendance of .477 (.347). Since the actual

meﬁnxgttendance)for this group was .507 (.363), we find the existence

of a local college increases the probability of attendance by .030'(.016)
Hence again we obsérve'oniy’insignifi;ant enrollmént inducemént'due to
the existenée of local colleges for men., Using the same proééﬁure for

- women, we estimate that the existence of a local‘pu%lic college increases
the likelihood of Q;gher education for whit;s by 7 percent and not at

all for blacks.

&
.




M

33

10" > = xxx
: "G0" > uuU*

sz | og 9'LT 862 8% Tl Lmet | T oT3ey-4

QLE " AN ‘ot S T6€° ogh' |i M - EEq” ‘a'ats

Tg0" 6T £QT" Tte’ 6L1" LGN 96T, 162’ o ¥

(00" )| xx(g0'2 )|l (go-1.)| (wel' )|| (v )| (€g° )| (2T )|*x(s0°€ ) T

600" | LO°€ 62" tHE* eoe” 766° goL® 221 (¢-0TX) 3woouT ArTwed 0

(90°T )| (929~ )|| (6L8°-)| (€80°=)|px(LL°T-)| (88" =)|jxx(ch @-)|*x(9%"2-) P

SHT” .. 80T" 921" - 600° - 062" - 291"~ 96e” - oge"- (1-0TX) sBUTIQTLS Jo Iaquny
#(SE°2 )| +x(LE 2 )||%w(ET°S )| wx(8h"S )|hex(fl 2 ) (89" )||+=(86°G )| #*x(fT°6 )

o° 9.0° soT” 660° 260" €20° goT’ cetr ({-0X) ®I
#(68°T )| (TT'T )|wx(9L°€ )| #x(90°6 )| (66" )| (48" )| (€T )| «(0€°2 )

che* VAN 29¢" Lew” 0sT” ®eT* g9t " at ({-0TX) uot3ednps s, 13438y
#(22727)| #%(9972-) [ben (0TG- ) | wx(85°S-)|| €€9°T-)| (T )|[s#x(€EH"G-)|%x(6G"L-)

£69°- 66Q° - ST 1- 60" T- 206" - oho* 80°1- 90° 1~ INVISNOD

. » . -

pcmmwnm quasaad .vcwmwum juasaad quasaad juasaad juasaad quasaad .
EY-Elg (oh] 8331100 |i aBaTT0oo | 8BaTtoo wwwHHOQ adaTto0 EY-claep) 8daT10° . 83TQETJIBA

oTIqQnd—  o1Tqnd |’ o1Tqnd otrqnd || ‘oyrqnd oriqnd otTqnd orTqnd 0738117085843 quapuadapur
18001 oz\ 18007 " 18907 ON 1007 Hmooa-oz 18007 Hmumﬁ.oz 18007 sTdmeg

NTWOM YOVIE NAWOM TLIHM NEW JOvId NTW ZITHM

JO 3dUa3SIXF puw

gS333TTOD °1TQANd T%®O01
aoey hp 80UBpU3}3Yy 333TTO) T8NV JO POOUTTINTT

:s3Tnsay moﬂwmquwm

T a1qel xt@maddy

.




mw. 16 T0¢€ 2LE oL maﬁ 68t ‘ . o4 _ , : wuam,mamadmm

~—

6e° Ol(sn lleenr fcos fen e lost ) fes )
61" yrA en (o] e 9¢* €. 16° (21 2pead BupmorTos I8ah LUz
, ’ R 2837710 spual3s juapuodsal

JT , T, Pepod AmmJ) TOJILOV

(e M@z Dltoet )|(goz |[(rore |99z |(6gTT: M(go'z ) e
66°6 .68 H 20°€ g2 || nE°S Hef £6°2 6L°2 . sBuy 1q1S
: - : . ods
- o . ) y 3o xequnu T8303 §,3uspuodssy |
(st )| (gornt ){|(goreT )| (enrer |6z st )| (oL mt |(serer ) |(mwT ) _ ‘
mFJmm G116 92° 0T L8°G0T || 66°68 gT'68 [| 48" HOT ' | 2L°GOT. 9961 -‘dI s,3uapuodsay
(s€°gs22)| (EL°2T9€)|[(L2" ngth) (0T 6HEE)|| (T6°980E) | (26 6E2n)|| (LT 61ln) | (€8 TONS) N

62°GTEN |° 62" HG9L || 90 ETHOT| 62°T9d®y| €T 6976 | 2L°0028 || 99°L8E0T| Oh g66TT. : (sxeTTOP <~
3 _ : : L96T UT) 69-6961 ut smoout ™

- a¥sxaa8 §, ATTWRY S,juspuodsay

(09°€  H)|wee Hllste (05 ee Hl(ene lesz ) |(osE ) |

~—

S

en'9 S0°6 Tt | 9°TT T6°9 61°6 - Ls 0T 02'TT, | UoT3eonps s,I3u3sy s,3uapuodsay 4
quasaaxd quasaxd quasaxd quasaad pcwwwuw quasaxd pcwmwum quasgaxd - . .
EY-EXgeb] adaTTo° EY-E g (oD aBaTT02 adaTTO0 adatTo0 afaTT00 | aBaTTo0 . . UoT3TULISP
a1TqQnd aorTQnd aorTQnd oprqnd atTqnd otTqnd aorTand o1TQnd §013STI2308IBYD 3TQBTIBA:
- T®20T ON| T8o0] wﬂamooa ON| T®o01 T820T omw T8001 Teo0T ON| T®o0T a1dmeg ,,f
i - | . - .
NIWOM XOVId _w NINOM HLTHM i N3N MOVId NIW dLTHM m”\

*30UBpUA33Y 3FATTOD TBNIOY JO POOYITA¥IT JO S3UBUTMISL3QJ JOF (UOT3BIAID PIBPUBIS) SUBSH B

o penurjuo) -- T 9148y xTpuaddy




